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We have considered your request for advance approval of your employer-related
grant-making program under section 4945(g) (1) of the Internal Rewvenue Code,
dated Bugust 7, 20049,

Dur records indicate that M was zecognized as exempt from Federal income tax
under section 401(c) (3] of zhe Code and that it is classified as a private
foundaticn as defined in sectieon 509(a).

Tour letter indicates that M will operate a grant-making program to award
scholarship grants te employees, former smplovees and the children orx
immediate family members of current and former anplovees of H.

¥ expects to award schelarship grante annually (so long as at least one
stitakle candidate of guality can be identified) for srtody at an accredited
secondary scheoel, college or university.

Schelarship grants recipient will be chosen from among those gualified
individuals who have submitted applications detailing their academic and
fimancial backgrounds, as well as their proposed plans of study. Qualified
individuals will consist of these individuals whe, at the time of the
awarding ¢f a grant, (i) are employees, former employees, and the children or
fmmediare family members of current and former employees of N, and {ii) are
currently enrolled at, or who have applied to and meet the minimum standards
for admission at, an accredited sscondary school, cellege or university
located in the United States,

An individual need not ke, or have been, employed at N for a minimum period
of time in order for bim cor her, and his or her children or immediate family
members, tc be an eligible recipient of the scholarship grants. M's
scholarship grants will net be used to recruit employees te szeek employment
at, induce employees to continwe their employment at, or otherwise compel
encloyees Lo follow any course of action scught by M. In additien, M's
scholarship grants will net be limited teo certain individuals based on any
employment-related factors, such az a current or former emplovee’s position,
fervices or duties.




M will publicize the availasbitity of the scholarship grants and solicit
application for the scheolarship grants in company newsletters and through
genaral email communicaticons, as well as on the company website of N, with M
clearly identified as the grantor of the scholarship grants. In addition,
annguncements of the names of the scheolarship grant recipilents will he
published in company newsletters and through general email communications, as
well as posted on the company website of N, again with M clearly identified
az the grantor of the scholarship grants.

& Selection Committes of at least rthree persons who are independent of both M
and M, and who have knowledge in the education field sufficient to evaluate
applicants’ potential will select scheolarship grant recipients based on
academic achievement, demonstrated leadership, significant extracuarricular
accomplishments and financial need. In selecting scholarship recipients, the
Selection Committee may consider academic transcripts, aptitude test scores,
personal recommendations from instructors or other independent sources,
coaclusicons drawn from persconal interviews, and any other information the
Committee deems germane in assessing an applicant’s qualifications. &All
scholarship grant recipients will be zelected on an objective and non-
discriminatory basis without regard to race, national origin or gender.

The Selection Committes may select ane or more acholarship recipients esach
year from the class of eligible indiwiduals, but the Selection Committes is
not regquired te select a2 minimum number of schelarship recipients each year.
In accordance with Section 4,0B of Revenue Procedure 76-47, as clarified by
Revenuse Procedure 85-%1, the total number of scholarship grants awarded in
any given year to children and inmediate family members of emplovess of
will not exceed either (i) 25% of the number of eligible children and
immpediate family members whe aoplied for the grants and were considered by
the Seslection Committes, or {i1i) 10% of the number of employees’ children and
immediate family members who can be shown to be eligible for grants., Alsc in

aceordance with Zevenue Procedure 76-47, the teotal number of scholarship
grants awarded in any given year to employees of N will neot exceed 10% of the
nurber of gligible empleoyees whe applied for the grantsz and were considered
oy the Selection Committee.

The Selection Committes may forward the list of selected scholarsnip grant
recipients to M's Board of Directers for the scle purpase of permitting the
Board to werify the eligibility reguirements and selecticn criteria followed
by the Selection Committes in considering the eligible recipientsz and in
making its selections. M's Board of Directors must award scholarship grants
in the arder recommended by the Selection Committee. The Board of Directors
may reduce, but may oot increase, the nomber of scholarship grant recipients
gelactad by the Selection Committee.

Each scheclarship grant will have a one-year term. Each scholarship grant
reciplient may annually reapply for an additional scholarship grant for each
subsequent year of the scholarship grant recipient’s secondary school,
undergraduate or postgraduate educatien. An initial schelarship grant will
not be terminated or an applicaticn for an additicnal scholarship grant
declined solely because the recipient, ox his or her parent or guardian,
terminated employment with ¥ subseguent te the awarding of the initial
schelarship grant. In addition, by accepting a scholarship grant from M, the
schelarship grant recipient is not obligated to pursue any particular coorse
of study and may pursue any course of study of his or her own choosing using
the scholarship grant funds.

Each scheolarship grant will be in an amount not to exceed the cest of tuition
and course-related fees, boeks, suppliez and sguipment at the applicahle
zecondary school, college or university, In exceptional cases, the Selection
Committes may decide o approwve an additional amount that is asufficient to
fund part or all of (i) room, keoard and housing-related expenses at the




secondary schoel, college or university, if the schelarship grant recipient
ohtains instituticn-provided housing: {ii) rent, utilities and housing-
relsted expenses if the sehoelarghip grant recipient dees not obtain
institution-provided housing; (iii) travel expensesz to and from the
scholarship grant recipient’s residence to the secondary school, college or
university; (iv) a computer and other technology-related expenses, 1f needed
by the scholarship recipient: and (v} any other necessary liwving or
educational expenses incurred by the schelarship grant recipient.

In the case of tultion, course-related fees, bhooks, supklies and eguipment,
and rocom, koard and housing-related expenses, M will pay, to the extent
possible, the acholarship gramt funds directly to the applicable secondary
genosl, oollege or university that the scholarship grant recipient is
attending, In the casa of trawvel, computer, and octher necessary living and
educational expenses, M will either pay the application vendor or service
provider directly or will reimburse the scholarship grant recipient once he
or she has substantiated the expenses incurred with receipts or other
supporting documentation.

The members of the Selecticon Committeese will not be in a positicon to derive a
private benefit, directly or indirectly, if =certain potential schelarship
grant recipients are recommendsed or selected, as the case may ke, over
others.  The membrers of the Selection Committes will bBe entitled to
reimbursement of reasonable out-gf-pocket expenses incurred in connection
with their attendance at meetings of the Selection Committee, such as trawvel
and ledging costs.

No secholarship grants will be made (1) to substantial contributors of M, as
defined in Code section 307{d) (2], whe are individuals, (ii) to nembars of
M's Board of Directers, (iii) o M's officers, {iv) te any other disgqualified
person with respect to M within the meaning of Code section 4946, (v} to any
member of the Selection Committes, or [(vi) to any family membera of any cof
the persons listed in clauses (1} through (v) ahove, In addition, no
scholarship grants will be made for a purpose that is inconsistent with the
charitakle purposes of M.

Each scheolarship grant recipient will be required to submit teo M, on an
annual kasis, a report of the recipient’s courses taken and the grades
recelived in each academic semester during the repcort period. Such a report
must be verified by the secondary school, college or univeraity attended by
the scholarship grant recipient and must contain a statement by the recipisnt
thst the scholarship grant funds received have not been diverted for a
purpase inconsistent with M*s charitable and educational purposes.  Upon
completicon of a scholarship grant recipient’s study at the accredited
institution for which the scholarship was granted, the regipient will pe
required to submit a final repcrt To M containing the same information
required in the anpnual reports and descriping the reciplent's accomplishments
with respect teo the scheolarship grant.

M may not consider it negessary to obtaln reports described ahove 1f (1) the
grant iz a scholarship subject to the provisions of Code section 117{a) and
is to be used for study at an educational institution which normally
maintains a regular faculty and curriculum and normally has a regularly-
crganized body of students in attendance &t the place where its edugational
activities are carried on; (2] M elects to pay the scholarship grant directly
to the applicakle educational institution: and (3) the sducational
instituticn agrees to use the scholarship grant funds to defray the
recipient’s tuition and course-related fees, books, supplies and equipment
expenses, or pay grant funds te the recipient only if he or she is enrolled
at the educational institwtion and his or her starnding at such institutien is
congistent with the purpeses and conditions of the scholarship grant.




In the event that a scholarship grant recipient faills to comply with the
terms and conditions of the scholarship grant [(including the regquirement to
submit a report annually with respect to any academic year in which the
seholarship grant recipient has received a scholarship grant), as set forth
in a written letter of agreement between M and the scholarship grant
recipient, M will conduct an investigation and take all reascnable and
approprilate steps to recover any funds that the scholarship grant recipient
has uvsed for apn imoroper purpose.,

M will maintain all recerds relating to all scholarship grants for a peried
of four years after each scholarship grant is awarded or declined, These
records will include (a} all echolarship grant applications, (k) a list
showing the name an address of each scholarship grant recipient and a
description of the educational and living expenses funded by the schelarship
grants; and {¢) a list showing the name and address of =ach applicant who did
not receiwve a schoelarship grant.

Sections 4945%(a) and (k) of the Code impose certain exciae taxes on “taxable
axpenditures” made by a private foundation.

Section 4945{d) {3} of the Code provides that the term “taxable exnpenditures”
means any amount paid or incurred by a private foundation as a grant to an
individual for travel, study, or other similar purpesss by such individual,
unless such grant satisfies the regquirements of subsection (g}.

Section 494%(g) of the Code provides that section 458453(d) (3] shall not apply
to indiwvidual grants awarded on an objective and nondiscriminatory basis
pursuant to a procedure approved in advance if it is demonstrated that:

(1] The grant conatitntes a scholarship or fellowship grant which is
subject te the provisiens of section 117{a) and is teo be used for
study at an educaticonal organization described in section
170(b) (1} (A} (ii)

(2] The grant conatitutes s prize or award which is subkject to the
provisions of section 74(b), if the recipient of such prize or award
is selected from the general puklic; or

(3] The purpose of the grant is to achieve a specific objective, produce
a report or similar product, or improve or enhance a literary,
artistic, musical, scientific, teaching, or other similar capacity,
gkill, or talent of the grantees.

Section 53.4945-4(e) (1) of the Regulatisns provides that to secure approval,
a private foundatien must demonstrate that:

(i) Its grant procedure includes an chbjective and nondiscriminatory
selection process;

(11} Such procedure is reasonably galcvlated te result in performance by
grantees of the activities that the grants are intended tc finance;
and

(1ii) The foundaticon plans to obtain reports to determine whether the
granteez performed activities that the grants are intendesd to
finance,

Bevenue Procedure 76-47, 1976-2 C.B. &70, sets forth guidelines to be used in
determining whether a grant made by a private feundation under an employer-—
related program to a child of an empleyes <f the particolar employer to which
the pregram relates is a acholarship grant that meets the provigions of
gsection 117 {a) of the Code (as that section read before the Tax Reform Act of




15%86). If a private foundation’s program satisfies the seven conditicns set
farth in Secticns 4.01 through 4.07 of Rev. Proo. T6-47 and meests the
percentage test described in Sectien 4.08;, the Service wWill assume the grants
mest the provisions of section 117({a}, as that section read before the Tax
Beferm Act of 1986,

You have agreed that procedures in awarding grants under your program will ke
in comgpliance with Sections 4.1 through 4.07 of Bev. Proc. 76-47 (without
regard to the amendments te section 117 (a) made by the Tax Reform Act of
198&). In particular, the selection of individual grant recipients will be
made by a selecticn committee the members of which are totally independent
and separate from the private foundation, the foundation’sz creator, and the
relevant employer. The grants will not be used as a means of inducement to
recruit employees nor will a grant ke terminated if the emplovee leavea the
employer. The recipient will not be reatricted in a course of study that
would be of particular benefit to the relevant employer or to the foundation,

Section 4.08 of Rev. Froc 76-47 provides a percentage test guideline. It
states in the cases of a program that awards grants to children of employees
of a particular employ=e, the program meets the percentage test if either of
the following tests are met: the number of grants awarded under that program
in any wear to such children do not excesd 2% percent of the numbker of
employees' children who were eligikle, were applicants for such granta, and
ware considerad by the selection committes in selecting the recipients of
grants in that year, or the number of grants awarded under the program in any
year to such children does not exceed 10 percent of the number cof empleyees’
children who can he snown to be eligikle for grants {whether or nat they
submitted an application} in that year.

¥Youu hawve agreed that your program will meet the requirements of either the 25
percent or 10 percent percentage teat of Section 4.08 applicable to a program
that awards grants to children cof employees of & particular enplover.

Eecords should be maintained to show that you meet the applicable percentage
test of Section 4.04

This determination is issued with the understandlng that in applying the 10
percent test applicakble to employeez’ ghildren set forth in Rev. Proc. 76-47,
you will include as eligible only those children who mest the &ligibility
standards described in Rev. Proo. B5-51, 1938%-2 C.B. 717.

This determination will remailn in effect as long as the procedures in
awarding grants under your program remain inm compliance with Secticns 4.01
through 4.08 of Bew. Proc.T6=47 {without regard to the amendments to section
117ia} made by the Tax Reform Act of 1986). If you enter into any other
program covering the same indiwiduals, the percentage test of Rev. Froc. 76-
47 mast ke met in the aggregate.

Based on the information submitted and assuming your award programs will ke
conducted as proposed, your procedures for grantlng the awards comply with
the regquirements contained in section 49454{g) {1} of the Code and that awards
granted in accordance with such procedures will not constitute "tazable
expernditures” within the mesaning of section 4545{d}) (3).

Irr addition, we have determired that awards made under your orocedures ars
excludahle from the gross income of the recipients subject to the limitations
provided by section 117 of the Code.

This determination is conditioned on the understanding that there will be no
material change in the factz upon whigh it is bkased. It iz further
conditioned on the premise that neo grants will be awarded te foundation
managers, or membars of the selection committee, or for a purpese that is
inconsiztent with the purpose described in section 170{c) {2} (BY of the Cecde.




The appreoval of your employer-related grant-making program is a one-time
approval. This determination only cavers the grant programs described above.
Thus, approval shall apply to subsegquent grant programs cnly as long as the
standards and procedures under which they are conducted do not differ
materially from those described ln your request.

Any funds you distribute to individoals must be made en a true charitable
basis in furtherance of the purposes for which you are organized, Therefore,
you should maintaln adequate records and histories so that any or all grant
distributions can be substantiated upon request hy the Internal Revenue
Service.

This determination ig directed only to the crganization that requested it
Bection 61101{§) (3} of the Code prowvides that it may not be used or cited as a
precedant.

You must report any future changes in your grant making procedures. Please
keaen a copy of this letter in your permanent records.

We have sent a copy of this letter to your representative as indicated in
yvour power of attorney.

If you have any gquestions, please contact the person whose name and telephone

number are ahown above.

Sincerely yours,

Bobart Choi

Dirxecter, Exempt Organizations
Rulings and Dgreements



